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1. Statement of the need for the proposed major regulation.

Nearly half of California workers are on track to economic hardship upon reaching retirement age. In 2018, the California
Legislature enacted and the Governor signed Senate Bill 1234 (Chapter 804, Statutes of 2016) which granted the California
Secure Choice Retirement Savings Investment Board (Board) the authority to take the steps necessary to implement the -
CalSavers Retirement Savings Program, a retirement savings program for private sector workers in California that lack access
to a retirement savings program through thelr employer. The legislation also granted the Board to adopt regulations necessary
to define how the Program will operate. The proposed regulations would establish the Program's first set of regulations, defining
the rules and procedures for covered employers, eligible employees, and the general operation of the Program.

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the

sconomic impact on each such category. ‘ -
The regulations will result In Indireci impacts for employers with at least fiva employees that do nol meintain a relirement savings program and Individuals that choose to participate in the program.

In 2019, this impact Is estimated to be about $1.25 milllon in fotal opportunity costs for 8,002 employers, In 2020, the Board astimates 23,035 employers will participate in the program, resulting in
impacts of about $3.4 millon. In 2021, the Boerd estimates 294,899 amplayers will participate In the program, resulting in impacts of about $45.7 milllon. Annual employer impacts would dedline slightly
the next year, as smployer duties decline in the second year of participation, These estimates use assumptions about retirement plan sponsorship among emgloyers in Callfornla and assume all sligible
employers ragister for the program, ) .

There may be fiscal Impacts due te changes in annual salas end use tax {SUT) revenue due to consumpilen changes resulling to new savings by progrem participants. For 2018, the authors estimate
about $84 million in reduction of SUT revenua due to raduced consumption by program parlcipants. The annual SUT impast will Increase to $125 million in 2020 and $232 million in 2021. These
estimates assume 70% of the aver 7 million ellgible employeas particlpate In the program and do se under the default ascount ssttings. The authors used additional assumptions for the sales and use
tax rate, househald consumpllon subject to SUT, annual invastment relurn, and participant bahavior. -

| These consumption changes may also result In macroeconomic Impacts delalled In the SRIA, Because the program will resullin new invesiment in Californla, there could also be significant
macrogconcimic banefits due the adoption of the regulalions and operation of the program.,

3. Description of all costs and all benafits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).

Benafits: Over 7 million employees that currently lack aceess fo a workplace retirement savings plan will galn access to a workplace retiramenl savings plan, Studies show individuals. ara fifteen times
more likely to save for retlrament when provided access to a werkplace savings plan. By saving for retirement through the program, Individuals can accrue significant retirement savings, allowing them
betiar abilty to maintain heir standard cf living upon reaching retirement age. Parlicipating employers should banefit from some improvements In the labor market, as tha Program will provide employars
a retirement savings program thal requires minimal admlnlstration and no direct costs or fees. The pregram Is expacted result in macroeconomic benefits associated with new Invastments by program
particlpants. Thers should be long-term fscal bansfits due fo increased consumption in old age for program particlpants. and decreased rellance on taxpayer funded assistance pregrams,

Gosls: The propesed regulalions do notimpese direct costs on individuals or employers. Although employers will not incur any direct costs related fo the program, there may be some opportunity costs
assosiated with the program dua to lhe time necessary for employers to register for the program, facllitate employea anrollment, and eslablish payroll contributions. For each smployer, the authors
estimate avsrags ennual impacts of acout $130 annually in opportunily costs, however those costs may differ substantially depending on an employer's size, staff, and payroll systems. GColleclively, the
authors esfimate employer Impact of 2bout $1.2 million In 2018, increasing sach year thereafter. Because lhe program Is expacted to result in significant new savings for millions of Califomians, the
program may result in & reduction In sales and usa tax revenue due to diminished consumption. For 2019, the authors estimate up to $84 million in reducad sales and use tax revenue and increasing
amounts after. Long-term, the program should result in overall gains to salss and uss lax revenue because individuals should accrue substantial savings through investment interest. :

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million. : .

The year 2019, the first year of CalSavers operation, should result in economic impacts exceeding $50
million due to new savings among participating individuals and related impacts due to the new savings,
including impacts to sales and use tax revenue and macroeconomic impacts due to consumption losses
and increases in new investment. Each year thereafter should result in increasingly greater impacts.
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5. Description of the agency’s baseline:

The proposed regulations were not needed prior to passage of Senate Bill 1234 in 2016, which, among other things,
directed the California Secure Choice Retirement Savings Investment Board to design and implement the CalSavers
Retirement Savings Program. Prior to the implementation of the Program, over seven million California workers lacked
access to a workplace retirement savings plan and over half of California employers did not provide a workplace
retirement savings plan. To establish the economic baseline for this analysis, we assume conditions without the
Program and, therefore, no legislative mandate for certain employers to maintain a workplace retirement plan. The
SRIA used the Regional Input-Output Modeling System (RIMS 1) developed by the Bureau of Economic Analysis to
assess the economic impacts of the proposed regulations.

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe:
a. All costs and all benefits of the alternative
b. The reason for rejecting alternative

Alternative 1: adopt a default contribution rate of 3%
Alternative 1 was rejected because it would likely result in in insufficient retirement savings for the target population, would not result in @ measurably greater number of employees participating, and would necessitate higher
administrative fees than lhe baseline.

Alternative 2: not implement "automatic escalation”
The Board rejected alternative 2 due fo the benefits of automatic escalation for accruing meaningful retirement savings and incorporation of policies that mitigate risk of financial impacts.

Alternative 3: designate a biennial open enrollment period
The Board rejected Alternative 3 because it would restrict the times at which an employee may choose to enroll in the Program, thereby reducing their likelihood of accruing meaningful retirement savings.

Alternative 4: prohibit individual participation
Due to the benefits of greater retirement security for California workers and the legislative mandate to make the Program portable, the Board adopted proposed regulations that would allow individuals to participate outside of an
employment relationship.

Alternative 5: establish Traditional IRA as the default IRA type
Because lhe greatest share of participants are likely lo benefit more from saving in a Roth IRA treatment rather than Traditional, the proposed regulalions would establish Roth IRAs as the default IRA type.

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach).

The process for developing the proposed regulations began in the summer of 2017 with a series of meelings with informal working groups compased of representatives from employer and business organizations
in the state, organizations representing employees, non-profit organizations focused on financial empowerment and economic inclusion, and others. Staff conducted several pragram design feedback meetings
were held with these informal working groups.

Staff begun providing regular updates on the development of regulations at public Board meetings beginning with the August 28, 2017 Board Meeting, focusing the initial presentations on the input of the informal
warking groups. Staff provided a second update on the input of the informal working groups at the September 25, 2017 Board meeling. Staff provided an in-depth presentation on options and recommendations
for regulations at the October 23, 2017 Board meeting. To prepare the materials for the meeting, staff consulted with program consultants, stakeholder organizations, policymakers at the state and federal level,
non-profit organizations, and peer-reviewed research. Each of these meelings were open to the public and public comment periods were provided.

At the November 27, 2017 Board meeting, staff presented the Board with a preliminary draft of the regulations. Following that meeting, staff solicited comments from the public on the draft regulations in writing
and invited members of the public to participate in two workshops on the draft regulations held December 5 and December 7, 2017. Members of the public could participate in the December 5, 2017 meeting
in-person or by phone. The December 7, 2017 workshop had been scheduled to be held in Los Angeles and by phone, but the in-person workshop was cancelled due to wildfires spreading in the area. Instead,
staff conducted that workshop entirely by phone. Written comments were pasted publicly on the Program website.

At the December 18, 2017 Board meeting, staff presented a summary of comments received, as well as copies of written comments, to the Board. Following that meeting, staff incorporated direction given by the
Board to develop a set of proposed regulations, presented to the Board at the February 26, 2018 Board meeting.

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and
basis for those assumptions).

The SRIA uses assumptions and calculations for current individual retirement savings to establish the baseline and a series of assumptions and estimates to establish differences

from that baseline due to adoption of the proposed regulations. To estimate macroeconomic impacts, the authors used the Regional Input-Output Modeling System (RIMS II), using

the type | multipliers for the California region. The authors used the RIMS Il multipliers to estimate macroeconomic impacts related to consumption changes and investment

changes associated with the Program.

To measure consumption impacts, the authors used assumptions on total annual contributions by participating employees and typical expenditures for participating individuals
based on the top-seven categories (including a miscellaneous category that includes all other significant categories of expenditures). The authors developed assumptions for the
portion of contributions that constitute new savings for the individuals and the portion of lost consumption that would be offset by new consumer debt.

To measure investment impacts, the authors used assumptions for total annual contributions and investment interest, developed assumptions for the portion of California
businesses included in those invesiments, and identified the top-three categories of industries included in those investments.
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